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A Gansu Tianqing Real Estate unit is building the YUL complex.
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he said.
Two years ago, Mr. Hudema

estimates the same property
would have sold for about
C$175 a buildable square foot,
and the condominium units
would have been priced in the
range of C$750 a square foot.

Nic Paolella, development
manager at Marcon Develop-
ments Ltd., said his firm
bought a town-house develop-
ment site on Granville Street
in the west coast city’s Mar-
pole neighborhood last Octo-

ber for C$307 per buildable
square foot. If the same site
was listed on the market to-
day, Mr. Paolella said it would
likely go for C$426 a buildable
square foot, reflecting about a
39% increase.

Mr. Paolella said he wasn’t
yet prepared to say how much
the Marpole town houses will
cost. But had Marcon bought
the land at the higher price
point, he said, the firm would
look to pass along the addi-
tional cost to the home buyer.
“Ultimately, if we had bought
it at a higher cost, we can’t
just absorb that into our mar-
gins. It has to get passed on,”
he said.

Home prices in the Vancou-
ver region rose by more than
22% to C$795,500 in February
from a year earlier, according

to a Canadian Real Estate As-
sociation index. In the Toronto
area, another increasingly ex-
pensive Canadian market,
home prices were up more
than 11% year over year, reach-
ing C$589,000.

At some point, developers
no longer will be able to pass
on costs to buyers, experts
say. “It’s happened in every
real-estate cycle in history,”
Mr. Kuester said. “At some
point, the tide goes out.”

Developers say higher Van-
couver prices continue to be
justified because of the limited
supply—the city is bounded by
mountains and ocean—and
continued demand.

The slowdown in Alberta,
the center of Canada’s oil pro-
duction, means more people
are moving to British Columbia
and Ontario in search of work.
At the same time, historically
low interest rates and the
weak Canadian dollar make
real estate in Canada an espe-
cially attractive option for both
domestic and foreign buyers.

Developers in Toronto also
face constraints when buying
land. That city is hemmed in
by the world’s largest perma-
nent greenbelt, nearly two
million acres of protected land
to prevent sprawl.

Todd Cowan, managing
partner of Toronto-based Cap-
ital Developments Ltd., said
that 10 years ago, land prices
made up about 10% to 15% of a
development’s total cost, de-
pending on the location. Now,
they can account for 15% to
25% of total costs.

Mr. Cowan said land in the

Yonge and Eglinton area of To-
ronto, which is on the city’s
transit line, would have cost
around C$50 per buildable
square foot in 2006. That
same land is now likely to sell
for closer to C$80 or C$100,
Mr. Cowan said. During the
same period and for the same
neighborhood, end unit prices
have risen to roughly C$700 a
square foot from C$450 to
$500 a square foot in 2006, he
said.

“It’s very difficult to find a
land,” said Steve Di Fruscia,
chief executive of Tianco
Group Inc., the Canadian sub-
sidiary of China’s Gansu Tian-
qing Real Estate Co. “Even
when you do find one, you of-
ten end up in bidding wars
with other deep-pocketed de-
velopers.”

Toronto-Dominion Bank
economist Diana Petramala
said she expects the Vancou-
ver and Toronto housing mar-
kets to cool down in the sec-
ond half of 2016 and into 2017
as prices in both cities become
less affordable. Ms. Petramala
noted that high levels of activ-
ity have left both cities vulner-
able to a gradual rise in inter-
est rates.

Last December, the federal
government announced it
would require higher down
payments for homes selling
between C$500,000 and C$1
million.

Finance Minister Bill
Morneau said the move was
aimed at containing risk in the
housing market and pointed to
concerns about Vancouver and
Toronto in particular.

Rising land costs are put-
ting added pressure on Van-
couver’s frothy housing mar-
ket, but many developers
anticipate the Canadian city’s
growing population and inter-
national appeal will continue
to support the price increases
they are passing on to con-
sumers.

The average price for high-
density land in the Vancou-
ver region reached 152 Cana-
dian dollars (US$116) a square
foot of buildable land in the
last quarter of 2015, nearly
three times what it was in
early 2006, according to data
collected by research firm Re-
alNet Canada Inc. Land prices
were up about 12% in that
quarter alone from the previ-
ous quarter, the firm’s data in-
dicates.

“The land market is more
expensive than it’s ever been
and more competitive than it’s
ever been,” said Kirk Kuester
of Colliers International in
Vancouver. “The economics
are very challenging for those
that are looking to buy.”

Blake Hudema, president of
via Allegro Development Co.
Ltd., said he was part of a
group that bought a lot near
Vancouver’s fast-growing
Cambie corridor for C$225 per
buildable square foot about six
months ago.

The condominiums the
group is building will likely
sell for about C$850 a square
foot before taxes when they go
up for presale later this year,

BY KIM MACKRAEL
AND RITA TRICHUR

Froth Rises in Vancouver Market
Home prices in the Vancouver region rose by more than 22% to C$795,500 in February from a year earlier.
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C$152
Average price per square foot
for high-density land in the
Vancouver region
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higher. But now that trend is
playing out in lower price
ranges as well, especially in
the C$500,000 to C$600,000
range, which includes the ma-
jority of the detached homes,
according to Ann-Marie Lurie,
chief economist with the Cal-
gary Real Estate Board.

Meanwhile, brokers in Cal-
gary are reporting that sell-
ers have been offering a range
of incentives to buyers, includ-
ing a Tesla automobile in one
case. Many prospective buyers
are retreating to the sidelines
in that city, brokers say.

“I haven’t got a buyer in
real estate right now who isn’t
petrified to even buy,”
said Keith Crawford, a Cal-
gary-based realtor with Cen-
tury 21, adding buyers aren’t
sure if prices have hit a bot-
tom.

Calgary’s housing market is
suffering more partly because
this city of about 1.2 million
people has a less diversified
economy than Houston. Also,
Canada’s economy overall also
remains vulnerable to a slow-
down right now, while the U.S.
economy remains strong.

Finally, Calgary’s oil indus-
try is more dependent on a
pricey method of extraction
that is more vulnerable to a
drop in oil prices. “We are a
higher-cost producer area.
And we can see it with these
lower [oil] prices. It really has
translated into significant
amount of layoffs,” Ms. Lurie

said.
Natural-resources employ-

ment in Alberta, the province
that includes Calgary, de-
creased by 7,400, according to
the Alberta Treasury Board
and Finance, helping bring the
unemployment rate to 7.9%—
the highest in two decades.

By contrast, the unemploy-
ment rate is a still-modest
4.8% in Houston, which also
has employers in health care
and aerospace.

Much like Houston, Cal-
gary’s real-estate market was
more deeply affected when oil
prices declined during the

1980s. “In the ’80s, it was a
far steeper impact because at
that time, we were even more
reliant on oil than we are to-
day,” Ms. Lurie said.

Averages home prices in
Calgary have fallen nearly 5%
from their high of C$491,609
in June 2014. That still is well
below the 25% drop they took
in the 1980s, unadjusted for
inflation. Calgary’s aver-
age home price
was C$468,572 in March,
down more than 1% compared
with the same month last year,
according to the Calgary Real
Estate Board.

In Houston, the aver-
age home price edged up 0.5%
to nearly $261,000 in February
compared with one year ear-
lier, according to the Houston
Association of Realtors.

Brokers say that the incen-
tives being offered by Calgary
home sellers indicate even a
greater disparity. Their value
is worth about C$3,000 to
C$5,000, according to Roy Al-
mog, founder of 2% Realty
Inc., a discount brokerage.

Typically, those induce-
ments include cash back on
closing—funds that could be
used to finish a basement, as

an example. In other cases,
home sellers dangle other
goodies such as offers to pay a
buyer’s condo fees for the first
year.

Incentives on luxury homes
have included golf member-
ships, but those offers have
curtailed a bit. “It’s just not
selling and so people, for the
most part, have taken those
homes off the market,”
said Keith Crawford, a Cal-
gary-based realtor with Cen-
tury 21.

Mr. Crawford recently tried
to sell a luxury home, listed at
more than C$2 million, that
came with an unusual perk: a
free Tesla. When that didn’t
work, he simply lowered the
price by an additional
C$250,000.

The slowdown in Calgary
has rippled through the office-
and apartment-rental markets.
Calgary’s downtown office
market, once the envy of land-
lords everywhere, has seen a
reversal of fortunes.

The market has been
flooded with space from com-
panies rushing to sublease as
well as new supply from tow-
ers that broke ground during
headier times. This has sent
the vacancy rate soaring past
17%, from less than 6% at the
end of 2012, while rents have
tumbled more than 30% in the
same period, according to
CBRE Group Inc.

—Eliot Brown
contributed to this article.

The housing market in Cal-
gary, capital of Canada’s strug-
gling energy sector, has been
hit so hard it makes the chal-
lenges faced by U.S. oil towns
look relatively mild.

March home-sales volume
tumbled 11% from the same
period last year, according to
the Calgary Real Estate Board.
Some 2,000 miles to the south
in the headquarters of the U.S.
oil industry, Houston, home
sales were up 2% in Febru-
ary—the most recent data
available—compared with the
same month last year, accord-
ing to the Houston Association
of Realtors.

In Calgary, the slowdown
also has been felt by a wider
range of homeowners. In
Houston most of the pain so
far is being felt among sellers
of high-end homes priced at
$500,000 and above—a sector
that saw a 12% decrease in
sales volume in the year ended
in February.

Until recently, this also was
true in Calgary. The slowdown
had been more or less con-
fined to high-end homes worth
C$700,000 (US$534,800) and

BY LAURA KUSISTO
AND RITA TRICHUR

Oil Bust Squeezes Calgary Home Sales
Capital of Canada’s
energy sector suffers
more than other big
oil cities like Houston

In Calgary, March home-sales volume tumbled 11% from the same period last year.
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home buyers, we feel we can
harness some of that opportu-
nity when we go outside the
country,” said Kai-Yan Lee,
managing director for Vanke
Holdings USA, which has in-
vested about $1 billion so far
in San Francisco and New York
projects valued at more than
$3 billion.

Lately, real-estate experts
have questioned whether the
slowdown in the Chinese econ-
omy might put a damper on
demand by Chinese investors.
But this has been balanced in
part by the decline in the Ca-
nadian dollar, which has fallen
about 2.5% against the U.S.
dollar over the past year and
is giving foreign developers
more bang for their buck.

Montreal-based Tianco
Group, the Canadian subsid-
iary of Gansu Tianqing Real
Estate Co., is among those
plotting more growth in Can-
ada. Since 2013, Tianco has in-
vested just shy of 200 million
Canadian dollars (US$152.8
million) with one project each
in Vancouver and Montreal.

Tianco originally sought a
foothold in Vancouver because
the city has an established
Chinese community and its
shareholders were familiar
with the city, said Steve Di Fr-
uscia, Tianco’s chief executive.

The Vancouver project,
which is rezoning, is set to be
a six-story condo development
in the city’s Cambie Corridor.
Tianco’s Montreal project is
38-story luxury condo tower
and town-house complex
called YUL, a nod to the city’s
airport code.

Currently under construc-
tion, and 55% presold, the
downtown building will open
in 2017. Tianco is the
first Chinese company to fund
a high-rise condo in the prov-
ince.

“We are looking at projects
right now in Quebec City,” Mr.
Di Fruscia said.

TORONTO—Chinese resi-
dential developers are widen-
ing their beachheads in Can-
ada as demand for homes
grows in part from people of
Chinese descent.

Tianco Group Inc., DongDu
International Group and
Greenland Group are among
the Chinese-led developers
that are planning to increase
their activity, executives of
those companies say.

Part of Canada’s allure to
developers is that many cities,
including Vancouver and To-
ronto, have established Chi-
nese communities.

Most Chinese developers
don’t market exclusively to
Chinese buyers, but it doesn’t
hurt that they have brand rec-
ognition with many Chinese
immigrants, some executives
working for Chinese develop-
ers say.

The Chinese are the second-
largest visible minority group
in Canada, comprising 4% of
the population in 2011, accord-
ing to the latest census.

Most mainland Chinese de-
velopers focused on projects
within their own borders until
the past 10 years. Motivated
partly by their desire to diver-
sify, some initially began ex-
panding with projects in other
Asian countries. About five
years ago, Chinese developers
began establishing a toehold
in major markets in the U.S.
and Canada, sometimes by
forming joint ventures with
established North American
players.

Some developers have been
forecasting an increase in de-
mand among Chinese and oth-
ers for houses and condomini-
ums in North America, both
for residences and for invest-
ment purposes.

“Because of our deep rela-
tionship with many of the
broad network of Chinese

BY RITA TRICHUR

Chinese Builders Lay
OutExpansionPlans
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